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. 1 ,  

Gent lemcn: I 

T h i s  l e t t e r  i s  a F i n ~ l  Adverse De te rmina t ion /Rul fng  ~ b t t e r  c o n c e r n i n g  y o u r  
c l a i m  t o  be An o r g a n i z a t i o n  d e s c r i b e d  i n  S e c t i o n  5 0 1 4 ~ ) ( 4 )  of t h e  I n t e r n a l  
Revenue Code of 1954. 

1 

Your u r g a n i z a t i o l ,  was o rgan ized   under  
Chnptcr   of t h e  General  Laws of t h e  S t a t e  of  

 on  . 

Your p u r p o s e s ,  a s  s t a t e d  i n  yocr  A r t i c l e s  of Associat$on, a r e  " t o  market 
foud,  g r o c e r i e s  and household i t ems  a s  a  r e t e i l e k ,  aid t o  do o t h e r  r e l a t e d  
a c t i v i t i e s ,  c ~ n s ~ s t e n t  w i t h  t h e  laws o f  t h e  S t a t e  of:' . "  

i 

A rev iew of your a c t i v i t i e s  d i s c l o s e  t h a t  your prinadj, a c t i v i t y  c o n s i s t s  
of s e l l i n g  food,  mainly t o  members a t  a p p r ~ x i m a t e l y % above w h o l e s a l e  
c u s t s ,  which i s  geared t o  cover  t h e  o p e r a t i n g  expenses  of t h e  o r g a n i z a t i o n .  

S e c t i o n  5 0 1 ( c ) ( 4 )  o f  t h e  Code p r o v i d e s  f o r  t h e  exemption f r o u  F e d e r a l  income 
t a x  of c i v i c  l e a g u e s  o r  o r g a n i z a t i o n s  n o t  o rgan ized  f o r  p r o f i t  b u t  o p e r a t e d  
e x c l u s i v e l y  f o r  t h e  promotion of s o c i a l  w e l f a r e .  

I 

S e c t i o n  1 . 5 0 1 ( c ) ( 4 ) - l ( a ) ( 2 )  of t h e  Income T a x  ~ e g u l a # % o n s  s t n t e ~  t h a t  a n  
o r g a n i z a t i o n  is  o p e r a t e 1  e x c l u s i \ l e l y  f o r  t h e  promotidp of s o c i a l  w c l f a r c  
i f  i t  is  p r i m a r i l y  engaged i a  promoting i n  sone way t h e  common good and 
g e n e r a l  w e l f a r e  of t h e  community. An o r g a n i z a t i o n  cdming w i t h i n  t h e  scopc 
of t h i s  s e t k i o n  i s  onc t h a t  i s  o p e r a t e d  t o  b r i n g  about  c i v i c  b e t t e r m e n t s  
and s o c i a l  improvements. ! 

I/ 
I n  i i e v .  Ru1. 73-349 1973-2 C B  179, t h e  S e r v i c e  h e l d  $ha: a n  o r g a n i z a t i o n  
found t o  pui.chase g r o c e r i e s  f o r  i t s  membership a t  th'+ l o w e s t  poss ible1 
p r i c e ,  on a c o o p e r a t i v e  b a s i s ,  i s  n o t  e x e q t  a s  a  e d i i a l  u c l f a r e  o r g a n i z a t i o n  
as d e f i n e d  i n  S e c t i o n  501 ( c )  (4 )  of t h e  I n t e r n a l  ~ c v e h u e  Code. 

I , ! \  

I 

t I 



S i n c e  y o u r  o r g a n  i.znL i.orit s uper;l t  ion i s  s jm. i la r :  t o  thc! o l ' g a n i z a t  i @ n  d e s c :  . :led 
j n  Hc:v. Iiul . 7 7 - 7 4 3  (:::~pr:i) you havc  been  d e t e r m i n e d  t o  be o p e r ; i t c d  pri:nir. ,r i l : ;  
fc\r t . ) ) ~ )  h .?nc l ' i t  o f  y o u r  i : i d  i vi\lu;11 mcmb4rs vc , r s~ i s  t h ~ !  c:,)mmunity a!; a  wh:: . r h .  

T i ~ c r c ! o r c ! ,  y ~ ) u r  o r g a n i z a t i o n  f n i l r i  t o  c l ~ i a l i f t y  f o r  ta:: exempt s : . a t u s  a s  3. 

soc: i l l  I w e l f a r e  o r g n n i z a t  l o n  d r s r r i b e d  i n  S e c t  i o n  501 ( c )  ( 4 )  of t . 1 ~ ~  Cocle. 

Y ~ u I -  o r  :;nni z;t i o n  i s  rcq t i i  rod t c ,  f i l e  I:c?dernl income t a x  r e t u r n s  on  For.11 1 120. 

~ i n c e r e i . ~  y o u r s ,  

A s s o c i a t e  C h i e f  
Bos ton  A p p e a l s  O f f i c e  



lrHc!rnnl RC\'GnuEl service. Departme,t of the .sury

P.O. Box 1680, GPO Brooklyn, N.Y. 11202. DI'lriel
Dlr~c!or

;.

Date: JAN 08.~

,CERTIFIED MAll.

CERTIFIED MAIL

Gentlemen:

Person to Contact:

lI!:!ILoJe
~:
EO: _ .

Number:

. WE' :.ave L: :'I'l$1oe!'ed your appl ' catIon f'm rccocnl t Ion 0 f exempt i:, fr om
Fed~r~l ir~.~me tax unGer sectit' 50l(c)(4) of the I~t€rnal R~venue Cr~~.

; . :The' e\~~ Of';"'r'e,l, 'jnuicates that you were formed":8'S a consimer cf1op·:rati VE.

o assocfi.ca.". lj,"1d~r ch~ • of the General Lo .... s of tr.e state ;." __or._._
The purposes for which the crcaru zat Ion is formed are: 'Ito market f JOl:,
grlcer1~ and hooseho lo items as s retail;¢::J and t-o do- oth~r re1afe'd
-s TVIbes, --consistent with the Law of tFii!i stat~'~

The crgantzat Ion'.s activities consist of ~ellinQ food, mainly to rr.embers
for approxima::::. ...~ e:. wholesale coe '. '""ith the mark uR over cost srt,
fOcover O~el'R.ting expenses ., Food is a',:.u soJ.d to the general public at a

'higFler mal.' -.Jp to encourage menbership in the ccoperatIve . MerT,begj-- i:. i r,
the organization is u~un to everyone. hembers ore charL~d vearl\
merrberstup fees, must make a oecos i t equal tc one week's averac r

. ~!uL:I,ase,
ana must mAke 6 work commitment of two hours per ~onth to the :ocper;tive.
Pr~sent men.osrsh ... ~; ~~ epproxfnace.ly • persons .

'Section ,;G1( c) (4) of the Code provides for the? exemption from Federal
income tax of civic lea£,ues or crgcmization~ net organized for profit but
operated exclusively for the promotion of social welfare.

Section 1.501(c)(4)-1(a)(2) of the Income Tax Rcculations states that an
or~anization is operated exclusively for die promotion of social wel fare if
it is pr Imsrily engafjeu in prcmctIng in some 'lay the common gooo and
general welfare of the community. An or~anization comin, within the scope
of this section i~ one that is operated to bring about civic betterments
and social improvements.



hevt:nue F iu l in~  73-JAY, 1973-2 C.6. 179 s t a t e s  tha t  an orilanization formed 
to llurch;se G o c e r i e s  f o r  i ts  me. hership a t  the la~es-e pr ices  on s 
~ 0 ~ 7 y k r a t l v e  -- - basis  1 5  not exemfpt from t a x  as  a soc ia l  weifare or[  anization ---- 
woe-; ---- - - sect ion 5Cl ( c  ) ( 4 )  of t he - -COG~.  Such an c r p a d ' z a f l m h .  
a priitbte cooperatibe enterpr ise  for the  econamic benefii  or convenience of 
the  ~~~ernbers.  0 . 0  ,v,. 4ake Forest ,  Irlc. 305 F.  "L 814 ( 4 t h  Cir .  
196i)  .C . . . . . . - - - . - - - -  i t  was hzlo --.--- t ha t  a m r & i o n  I '  ~ _ h o u s i n n m x u  
k s i s  lacked the .__._ necesssry r~ iu i remer l t s  to  acdl i fy  a s  describkc' i n  sec t ion  
5 t l , ( ~ ~ ( ~ & ~ ~ ~ s e  the o~zarzat,ion was- sential ally 3 private  s e l f  help- 
ente rpr i se  with only ;n inciaenkal benef i t  to  the commun:ty 8s a whole, r- - . . - - - - -  ------ ----.- 

Similar ly ,  i n  the case : 3 t  hand, t h i s  orgsnization is operated primarily for  
the pr iva te  benefit  o f  mmbers ancl any bens f i t s  t o  the commi~nity w e  not 
su f f i c i en t  to  fieet thc ~equire~rie~nt n f  the regulations tha t  the orsailization 
be o p e r ~ t e c  primtirijy fci.  the cornrnol, qooo and general w??fare o f  the 
cummunity. Accora in~ly ,  the applicant ory6;;izztion i s  not exempt 'iroir 
F e o ~ x a l  income tax Jnce: s ~ c t i o n  5Gl(c)(4)  of the Code. Nor do ycu qual i fy  
upizr ap;/ othcr re la tdc  pz ragraph of sect ion SOl(c). ). 

,'You Bre requtred t o  f i l e  & t~utl.:lt'!';~'et~1'n. Farm., 112: =or: ,1041 v:ith t h e  
iXs t r icuu  Direcf 1 $r of In te .na l  F;E: / - :we Service. Please rend-: the!:arcturn t:;. : : 

. ! Cre ln tc rna l  Aevencre Lervi::~, F. C .  I,ox:ic'9:, ,enera1 pa;;. T 'Sice, Erooklyr,, . 
hY 11292, 

I f  you @G not a9:-ela w i t h  t h i s  c ~ t e ~ m i n a t i o n ,  you msy request a Cocference 
with the Regional 9irectiir of Ppgeals by p lz tes t ing  i n  accordance w i t h  the 
enclosec instruct.i .sns within 30 flays. 

Frotescs s u b n i t t e ~  bhich GO r,oC ::cntain a l l  the ooc~r ,en ta t icn  s t a t s o  i n  t h e  
ins t ruc t inns  w i l l  be returneo for csmpletions. 

. 1; t r d  r, , l o t  /:ear. fro6 ycu k i t h i n  tha': t i r r t ,  ' . h i t  ccterr:linstion w ' l !  cecsn;~ 
tiqa.!. 

Sir 1cer::ly yobrs , 

Dis t r i c t  Direc

P-. .    
  




